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Grade A and B rental rates and YoY % change as at Q3 2022
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RIYADH

Of the total new licenses that were
awarded to new foreign investment
projects in Q2 2022, 60% are within the
wholesale and retail trade sector. The
appetite of international retailers to
operate and enter the Saudi market
continues to strengthen, with a preference
for physical stores in shopping centres.
Some are also rapidly establishing
Saudi-specific online platforms to tap
into the boom in online shopping in the
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JEDDAH

Like Riyadh, rental rates in Jeddah's
retail market dropped during Q3. In both
super regional and regional malls, lease
rates have declined by an average of
3% over the past 12 months.

As consumer preferences change,
most retailers are gravitating towards
new, trendier locations such as Atelier
La Vie and City Yard. This pivoting of
demand is prompting some landlords

RETAIL MARKET

DMA

Retail requirements in the DMA remain
weak, with demand concentrated on
super regional malls. That said, larger,
well-managed shopping centres are
maintaining demand, highlighting the
importance placed on good property
and facilities management by retailers,
especially those of an international
flavour.

In addition, and just like the story playing

SAUDI ARABIA COMMERCIAL MARKET REVIEW | AUTUMN 2022

MARKET PERFORMANCE

INDICATORS

Retail market lease rates as at Q3 2022
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HOSPITALITY MARKET

RIYADH

In addition to Riyadh Season, the return
of a variety of events previously
suspended due to the pandemic is
sustaining and boosting visitor arrivals.
For instance, the recent Riyadh
International Book Fair, widely promoted
as Saudi's largest cultural event,
attracted over 1 million visitors from
across the nation. Contributing to
improving occupancy rates in the
capital's hotels. Furthermore, rising
activity amongst international
corporates relocating or expanding their
presence in Riyadh has also boosted
business travel.

As a result, between January and August
of 2022, the city’'s average occupancy
levels rose to 58%, a 10% increase on
the same period in 2021. Average Daily
Rates (ADRs) have also edged higher to
SAR 634 per night, from SAR 515 per
night last year. Importantly for hoteliers,
Revenue per Available Room (RevPAR) is
up 36% year on year and now stands at
SAR 367 (STR Global).

Looking forward, with the recent launch
of the third edition of Riyadh Season, we
expect the strong demand for hotel
rooms this winter. Additionally, as noted
above, with rising business travel, room
rates are expected to continue rising
across the city.

To cater to the growing demand and as
part of the economic transformation
plans, a myriad of new hotel offerings are
being planned to accommodate the
government'’s forecast increase in visitor
~numbers. We expect the total number of

hotel rooms to rise by around 25% to. -~

25,000 keys by the end of 2024, with
- over half of the upcoming supply
- expected to be-internationally branded

JEDDAH

The resumption of Jeddah Season has
had a positive impact on the city’s hotel
performance. The latest edition of the
entertainment extravaganza, which
stretched for three months during the
summer attracted over 5 million visitors
to the city, drawn in by the 2,800
scheduled entertainment and cultural
events.

The usual hospitality market KPIs
reflect the surge in visitor numbers.
Between January and  August,
Jeddah’s ADRs reached SAR 804, up
from SAR 685 last year. During the
same period, occupancy levels
increased by 10% to 56%, while,
RevPAR surged by 30% to reach SAR
452, almost 25% higher than Riyadh
(STR Global).

Besides the main entertainment
season, several smaller events are also
emerging throughout the year, such as
the second edition of the Saudi Coffee
Festival, which is contributing to the
city's appeal amongst domestic
tourists. This of course in addition to
the usual demand from the two million
pilgrims that arrive in the holy cities of
Makkah and Madinah each year for
religious pilgrimage.

In terms of supply, counting only
projects that commenced
construction, by 2024, around 4,800
quality hotel keys are expected to come
online. The additional supply will

represent a 35% increase from the

current number of keys.

DMA

In contrast, but in line with seasonal
trends, DMA has experienced its usual
summer lull, with all the hospitality
market indicators we track slipping.
Between January and August, ADRs fell
by 34% to SAR 416. Similarly,
Occupancy levels declined to 52%, down
5 percentage points on the same period
last year. RevPAR also weakened to
reach an average of SAR 215.

The total quality hotel supply increased
to over 12,000 keys during the third
quarter of 2022. Assuming no further
delays, and considering only projects
that have broken ground, the total supply
is expected to increase by 21% by 2024.

Looking ahead to the rest of the year, the
DMA's hospitality market is expected to
experience a 2022 FIFA World Cup
linked fillip. Following the government’s
recent announcement to allow Qatar
World Cup ticket holders easy access to

multiple entry Tourist Visas, Saudi is
expecting to play host to some of the
football fans unable to be accommodated
in Qatar. DMA’s close proximity to Qatar
and relative affordability is expected to
make a popular alternative to cities such
as Dubai, Abu Dhabi and Manama.
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KPIs - ADR, Occupancy and RevPAR - Y-0-Y % change YTD Q3 2022
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Existing quality hotel supply market segmentation YTD Q3 2022

RIYADH JEDDAH
6% 15% 12% 17%
18% 26%
24% 27%
35% 20%
. Luxury Upper Upscale Upscale Upper Midscale . Midscale
Existing and upcoming quality hotel supply
RIYADH JEDDAH
19,914 KEYS 13,734 KEYS
T Y EXISTING SUPPLY T EXISTING SUPPLY
+25% +35%
INCREASE IN INCREASE IN
SUPPLY UNTIL 2024 SUPPLY UNTIL 2024

INDICATORS

ADR

(g

m
-3.

-

4

B

DMA
OCCUPANCY
D000
0000 §<>

-5.1%

REVPAR
° -8.4%

DMA

15% 14%

27%

17%

27%

DMA

12,327 KEYS

EXISTING SUPPLY

+21%

INCREASE IN
SUPPLY UNTIL 2024

Source: Knight Frank, STR Global



(B
I

Pty

Gl

o

; AT,
it

T
-~



